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GAS AND MINERAL LEASE 


THIS AGREEMENT made this 30" day of September, 2008, between John Freese & Associates, Inc., Trustee, a Texas Corporation, 
Lessor (whether one or more), whose addresses are: P.O. Box 670583, Dallas, Texas 75367 and XTi O Energy Inc., whose address is: 810 
Houston St, Fort Worth, Texas 761 02, Lessee, MTNESSETH: 


1. Lessor, in consideration of ten dollars and other valuable consideration, receipt of which is hereb acinowiedged, and of the covenants and 
agreements of Lessee hereinafter contained, ereby grant, lease and let unto Lessee the land covered hereby for the purposes and with the 
exclusive right of exploring, drillin mining and operating for, producing and owning oil, gas, sulphur and all other minerals (whether or not similar to 
those mentioned), togettier with the right to make surveys on said land, lay pipe lines, establish and utilize facilities for surface or subsurface 
disposal of. salt eoessany uct roads and bridges, di sre a ae i tanks: p ad Stations, telephone lines, employee houses and other Structures 
r essee's operations in loring, dril ’ lucing, ing, storing and tran: ing minerals lu 

m the land covered ereb .or any other land adjacent thereto. The land covered hereby Here coiled "eeid land," iS focal led in the County of 

Tarrant, State of Texas, and is described as follows: 


SEE EXHIBIT “A” FOR LEGAL DESCRIPTION 


This is a non-development Oil, Gas and Mineral Lease, whereby Lessee, its successors or assigns, shall not conduct any operations, as defined 
herein, on the surface of said lands. However, Lessee shall have the right to pool or unitize said lands, or part thereof, with other lands to comprise 
an oil and/or gas development unit. It is the intention of Lessor to allow Lessee to explore for oil and/or gas without using the surface of Lessor’s 
land for any operations. This clause shail take precedence over any references to surface operations contained within the reprinted portion of this 
lease. 


This lease also covers and includes, in addition to that above described, all land, ifa 1, Contiguous or adjacent to or adjoining the land above 
described and (a) owned or daimed by Lessor by limitation, prescription, possession, reverciom ai fer-acquired title or nrg the land or (b) 
as to which Lessor has a preference fight of acquisition. Lessor agrees fo execute any Supplemental instrument requested for a more 
complete or accurate description of sai land. For the purpose of determining the amount any bonus or other payment hereunder, said land shall 
be deemed to contain 8.072 acres, whether actually containing more or less, and the above recital of acreage in any tract shall be deemed to be 
the true acreage thereof. Lessor accepts the bonus as lump sum consideration for this lease and all rights and options hereunder. 


2. Unless sooner terminated or longer k t in force under other provisions hereof, this lease shall remain in force for atemof 3 years 
from the date hereof, hereinafter called eimany term,” and as long thereafter 4s operations, as hereinafter defined, are conducted upon said land 
with no cessation for more than ninety (90) consecutive days. 


3. As royalty, Lessee covenants and agrees: (a) To deliver to the credit of Lessor, in the pipe line to. which Lessee may connect its wells, the 
equal 2542" pat of all oil produced and saved by Cocca from said land, or from fimetotime st the option of Lessea, to Day Lessor the average 
posted market price of such 259 part of such oil at the wells as of the day it is run to the pipe line or storage tanks, Lessors interest, in either 
case, to ting oil to render it marketable pipe line oil; (b) To p: Pessor on 
said land (1) When sold by Lessee 25% “of the amount realized by Lessee, computed at the mouth of 
and or in the manufacture of gasoline or other products, the market value, at the mouth of the well of 25% of si 

c) To pay Lessor on all other minerals Mined and marketed or utilized by said land, one-tenth effher in kind or value at the well 

électi that on sulphur mined and marketed the royalty shall be one doltar ($1.00) per long ton. If, at the expiration of the 

es 


essee's 
pamary term or at any time or fim jereatier, is any well on said land or on lands with which sai land or any portion thereof has been 
pooled, capable of producing oil or gas, and all such wells are shut-in, this lease shall, nevertheless, Continue in force as though opera 
were being conducted on said land for so long as said wells are shut-in, and thereafter this lease may be continued in force as if no shut-in had 
occurred, covenants and | agrees to use reasonable ditigence to luce, utilize, or market the minerals capable of being produced from 
said wells, but in the exercise of s diligence, Lessee shall not obligated to install or fumish facilities other than well facilities a ordinary lease 
facilities of lines, rator, and lease tank, and shall hot be required to settle labor trouble or to market gas upon tems unacceptable to 


ira 
Continued in force solely by reason of the provisions of this Paragraph Each si 
of payment would be entitled to receive the royalties which would d i 
uch bank as directed by Lessor, or its successors which shall continue as the tories, regardless of changes in the ownership of shut-in 
“ally. If at any time that Lessee pays or tenders shut-in royalty, two or More parties are, or claim to be, entitled fo receive same. Lessee may, 
in lieu of any other method of payment herein provided, Pay or tender such shut-in royalty, in the manner above specified, Sather jointy to sl 
ries or to each in accordance with their ive ownership: may elect. Any payment hereun der may be made 
By check or draft of Lessee deposited in the mail or delivered to the arty entitled to receive paym: ortoa depository bank provided for above on 
or before the last date for payment. Nothing herein shall impair 's right to release as provided in Paragraph 5 hereof. in the event of 
assignment of this ae in whole or in part, liability for payment Inder shall rest exclusively on the then owner or owners of this lease, severally 
as to acreage owned by each. 


4. Lessee is hereb' inted the right, at its option, to pool or unitize an: land covered by this lease with any other land covered by this lease, 

fi eh oor an Tninerals or horizons, S0.a8 to establish units containing not more than 80 surface acres, 

plus 10% acreage tolerance: provided, however, units may be established as to any, one or more horizons, or existing units tay be enlarged as to 
any one or more horizons, so as to contain not more than 640 surface acres plus 10% acreage tolerance, if limited to one or More of the following: 
{1} gas, other than casinghead S, (2) liquid hydrocarbons (condensate) which are not liquids in the subsurface reservoir, (3) minerals produced 
well by tl inservation od, @ i 


ler at the 
if tablished, or after enlargement, are permitted or required erm 4 well 
eguier | location, oF for obtaining mexdran allowable trom ary well to be drilled, ceiling, or alrea cried, any such unit may be established or 


ith Aur 

for alt poses of this lease even though there may be mineral, royalty, or leasehold interests in lands within the unit which are not effectively 

pooled or unitized. Any operations conducted on any pat of Sut ae land shail be considered, for all pl poses, except the payment of 

to each Separcts feet the pn cael pd ars beparaio tacts whan the un) Wed omen ean each Such Un (or 
le within the uni is lease covers rate within the unit) thai ion of 

minerals freen the unit, deducting any used rlease or unit tions, which the number of sutace acres in such land (or in each such 


payment or delivery of , OverTidi alty and any other pa’ ents out of production, to be the entire 
fand to which adctorats same Maree though produced therekorn under the terms of 
of any term royalty or mineral estate agrees that the accrual of royalties 


isfy . tion of an 

ludes land not covered by this lease shall not have the effect of exchanging or transferring an: interest under this lease (including, without 
y sh Sth may become payable under this lease 2 rties Owning tereate in land covered this IGase and 
not covered by this tease. Neither shall it impair the right of Lessee to as led in 


except that Lessee m: nay 
are released as to la 6 > ay i is = 
record in the public office where this lease is recorded a declaration to that effect, if at that time there is no unitized minerals being produced 


such unit. Any unit formed may be amended. re-formed, reduced or enlarged by Lessee in which the coat To Tocated a pearter the 


is [ease now or hereafter covers rate tracts, no pooling or unitization of foyalty interests as between any such Separate tracts is intended 
th 4 with consequent allocation of produdion oc hare eee Ae So In ls aR TAS 
‘or unitize as provided in this para 4 col juent allocation jr ion as in provided. As used in this pa raph 4, 
peeue "separate tract” mean any thet wah royalty ownership differing, now or Hereafter, either as to parties or amounts, from that as to any of 
pre 


5. Lessee may at any time and from time to time execute and deliver to Lessor or file for record a release or releases of this lease as to any 
part or alLot said and oot any mineral or horizon thereunder, and thereby be relieved of all obligations, as to the released acreage or interest. 


6. Whenever used in this lease the word "operations" shall mean Sperations for and/or any of the following: preparing the drilisite location 

and/or access road, drilling, testing, completing, reworking, recompleting, deepening, sidetracking, plugging back or repairing of a well in search 

for or in an endeavor to obtain production of oll, gas, sulphur or other minerals, excavating a mine, Production of ail, gas, sulphur or other mineral, 
er oF not in paying quantities. 

7. Lessee shall have the use, free from ro , of water, other than from Lessors water wells, and of oil and gas produced from Said fand in all 
Operations hereunder. Lessee shall have the ct any ime to remove all machinery and fixtures placed on said land including the right to draw 
and remove casing. No well shall be drilled nearer than 200 feet to the house or bam now on said land without the consent of the Lessor, Lessee 
shall pay for damages caused by its operations to growing crops and timber on said land. 

8. The rights and estate of any party hereto may be assigned from time to time in whole or in part and as to any mineral or horizon. Alt of the 
covenants, obligations, and consi ions of this lease shall extend to and be binding upon the parties hereto, their heirs, successors, ns, 
and successive assigns. No change or division in the ownership of said land, rovatties or other moneys, or any part f, howsoever , 

@ obi 5 nish the rights ir not limited to, the location and drilling of wells and the measurement 

of production. Notw tanding any other actual or constructive knowledge or notice thereof of or to Lessee, its successors or assigns, no 

nge or division in the ownership of said land or of the royalties, or other moneys, or the fight to receive the same, howsoever effected, shall 

be binding upon the then record ovmer of this lease until sixty (60) days after there has been mished to such record owner at his or its principal 

place of business by Lessor or Lessor’s heirs, successors, or assigns, notice of such phange or division, supported by either originals or duly 

tified $ been pro filed for record and vidence such chai @ or division, and of such court 

records and proceedings transcripts, or other documents as shail be necessaty in the opinion of such record owner to establish the validity of 

such change or division. ff any such change in Ownership occurs by reason of the death of the owner, Lessee May, nevertheless pay or tender 
such royatties, or other moneys, or part thereof, to the credit of the decedent in a depository bank provided for above. 


9. In the event Lessor considers that Lessee has not complied with alll its obligations hereunder, both express and im fied, Lessor shall noti 
i i i respects Le: has bi ed this contract oeiee fee then have siuhy (60) dave ake ry 


Lessee in yriing, sett 2 
of said notice within The service of said Notice shall be 


ae 


les 
require; and (2) any part of said land included ina Pooled unit on which there are Operations. Lessee shall also have such ease: on said land 
@S are necessary to operations on the acreage so retained and shall not be required to move or remove any existing surface facilities necessary 
OF convenient for current operations. 


_, 10. Lessor hereby warrants and agrees to defend title to said land against the claims of all persons whomsoever. Lessors rights and 
interests hereunder shall be charged primarily with any sgages, taxes or other liens, or interest and other cha on said land, but Lessor 
agrees that Lessee shall have the tight at any time to Pay or reduce same for Lessor, either before or after matutiy 2 and be subrogated to the 
Tights of the holder thereof and to deduct amounts so paid from royalties or other phan ans payable or hich may become payable oS aeesgor 
ur, OF minerals in alll or at of sai in 

entire and undivided fee simple estate (whether Lessors interest is herein specified or rot), OF no interest therein, thieh the royalties and other 
moneys accruing from any part 8 to which this lease covers less than such full interest, shail be paid only in the proportion which the interest 
ort way By shalt dowt of te ity herein provided. This I shall be bindi each party who execute: tr ut 
or not own essar) id out of the In provided. This lease sha inding uy tC) S 01 
regard to whether itis executed byl those named herein as Lessor. 9 upon Pal 


11. If, while this lease is in force, at, or after the expiration of the primary term hereof, it is not being continued in force by reason of the shut-in 
well provisions of Paragraph 3 hereof, and Lessee is not conducting Operations on said land by reason of (1) any law, order, tule or regulation, 
(whether or not subsequently determined to be invalid) or (2) any si a nd 
feasonable control of Lesseé, the primary term hereof shall be extended until the first anniversary date hereof occurring ninety (90) or more 
days following the removal of such delaying cause, and this lease may be extended thereafter by operations as if such jay had not occurred, 


12. Lessor agrees that this lease covers and includes any and all of Lessor’s fights in and to any existing well(s) and/or wellbore(s) on said 
land, other than existing water wells, and for all purposes of this lease the re-entry and use by Lessee of any existing well and/or wellbore shall be 
deemed the same as drilling of a new well, 


__ 13. Notwithstanding anything to the contrary contained in this lease, at the option of Lessee, which may be exercised by Lessee 
giving notice to Lessor, a wel which has been drilled and Lessee intends to frac shall be deemed a well capable of Producing in paying 
quantities and the date such well is shut-in shall be when the drilling operations are completed. 


14. As a result of land development in the vicinity of said land, governmental rules or ordinances regarding well sites, and/or surface 
i er leases in the vicinity, surface locations for well Sites in the vicinity may be limited 


under said land or tands pooled therewith, shall for purposes of this lease be deemed operations conducted on said land. Nothing 
contained in this paragraph is intended to modify any surface restrictions or pooling provisions or restrictions contained in this lease, 
except as expressly stated. 


15, The consideration paid for this lease shall also constitute Consideration for an option to the Lessee, its Successors and assigns, to 
extend the initial three (3) year primary term for a second two (2) year term. This option may be exercised anytime during the initial 
primary term by delivery of payment of an additional bonus of $18 500.00 per net mineral acre. The bonus Payment shall constitute 
Notice to Lessor of exercise of the option. in the event Lessee elacis to exercise this option and makes the bonus Payment provided for 
above, then all terms of this lease shall remain in full force and effect as if the original primary term was five (5) years. 


IN WITNESS WHERECF, this instrument is executed on the date first above written. 


LESSOR(S): John Freese & Associates, inc., Trustee 


}ss. (ACKNOWLEDGMENT FOR CORPORATION) 
COUNTY oF 1D FLEAS 3} 


ue 
This instrument was acknowledged before me on the 2D day of of 


Johu Freese & Associates, Inc., Trustee, a Texas Corporation, on behalf of said co 


2008, by John Freese, 
tio) 


Signature 
Notary Public 


Printed 
—-- 


Seal: 


EXHIBIT “A” 


TRACT I: 

BEING 5.316 acres of land, more or less, out of the James M. Cummings Survey, Abstract No. 302, Tarrant County, Texas, and being more 
particularly described in a Warranty Deed With Vendor's Lien dated July 1, 1993 from Euless 900-207 Joint Venture to John Freese & 
Associates, Inc., Trustee recorded in Votume 11155, Page 368, Deed Records, Tarrant County, Texas, and amendments thereof, including 
Streets, easements and alleyways adjacent thereto, and any riparian rights. 


TRACT 2: 

BEING 2.256 acres of land, more or less, out of the G. Linney Survey, Abstract No. 939, Tarrant County, Texas and more particularly described 
in a Special Cash Warranty Deed dated September 8, 1999 from ABC Anchor Investment Properties, Inc., Trustee and John Freese & 
Associates, Inc., Trustee, recorded In Volume 14042, Page 342, Deed Records, Tarrant County, Texas and amendments thereof, including 
streets, easements and alleyways adjacent thereto and any riparian rights. 


